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PURPOSE 


This presentation will review the 1987 marketing plans and support levels for 
Parliament Lights cigarettes in light of a recently completed Nielsen share of 
market analysis. 
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BACKGROUND 


1. Parliament’s national share of market declined steadily from a 1973 high of 
1.7%, down to a 1.1% February of 1983. 

2. In February of 1983, Philip Morris withdrew all marketing support for the 
Brand, and began a support hiatus which lasted for 32 months. It was during 
this hiatus that the Brand’s share first dropped below 1%. 

3. In August of 1985, Parliament introduced the Perfect Recess advertising 
campaign. This advertising was preliminarily tested to determine if it had 
any negatives in terms of communication (it had none), and was subsequently 
tested in PM’s Ad Monitor Study. In this latter study the campaign 
outscored some other advertising campaigns which had considerably more 
advertising dollars and time put against them. In particular, it outscored 
both Merit and Benson & Hedges in campaign recognition. 
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BACKGROUND (Cont’d) 


4. In June of 1985, while the Brand and Agency were writing the introductory 
marketing plans, three sales objectives were set for Parliament: first, 
slow the share decline, then stop the decline, and then finally grow share. 

Neither Philip Morris nor Backer & Spielvogel expected an immediate reversal 
of a 13 year decline capped off with almost 3 years of no support. It was 
agreed that it would take time. 

5, Spending levels in 1985 and 1986 were set to give the Brand one full year of 
heavy advertising in order to meet these objectives. From September of 1985 
through August of 1986, the Brand spent a total of $19.5MM in Media, with 
68% concentrated in 12 markets comprising 59% of Brand sales. 
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BACKGROUND (cont’d) 


6. Promotional spending in 1985 did not occur because of the long lead times 
required, but the Brand did spend $1.4MM through September of 1986 on 
several programs involving consumer sampling/merchandising. The Brand 
conducted mass sampling throughout Region 1, distributed a 10 pack set/sell 
nationally, and a 30 pack set/sell regionally with a buy one get one free 
offer. To the trade, the Brand distributed a Parliament clock, an order 
divider, a metal sign, and a change mat as point-of-sale pieces. At least 
$500M in planned promotional activity was not spent in 1986 due to budget 
cutbacks. 

7. During the past year, as unit sales fluctuated, analytical data was 
problematic. 1985 shipment data were distorted by heavy trade buying in 
November and December in advance of a price increase and possible expiration 
of the federal exise tax. 1986 shipments were consequently depressed by the 
first quarter payback of the year-end 1985 deals. Nielsen share data, which 
Philip Morris had recently purchased, had been a problem because there was a 
continuing discussion of panel size, and knowing that it would change, 

Philip Morris requested that the Agencies not use it. 
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BACKGROUND (Cont’d) 


8. This lack of positive or conclusive sales information led the Brand to set 
1987 marketing objectives that would allow the Brand to demonstrate 
sales/share vitality in several markets through a combination of media 
increases, heavy promotions spending and active sales force participation. 
The lack of definitive information also led Senior Management to allow 
Parliament’s 1987 total marketing budget to be reduced in the face of other 
priority projects, i.e., B&H campaign intro, Marlboro, etc. 

9. The Nielsen share data according to PM Market Research is now reliable, and 
a review of it through September indicates that nationally the Brand has 

met two of its marketing objectives. In Region 1 and Region 3, it has met 
all of its original marketing objectives: market shares have not only 
slowed and stabilized, but there has been share growth. 

The following analysis will demonstrate the point. 
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BUSINESS ANALYSIS 


Methodology 

1. The Agency’s analysis covers two years of Nielsen share data: the year 
prior to the reintroduction of marketing support and compares it to the year 
following. 

2. Nielsen monthly shares were graphed by computer for the two year periods by 
region and by total U.S. 

3. To determine the direction of the individual data points, a regression 
analysis was applied to each year of data. This regression analysis 
determined the trend of share growth or decline and determined the slope of 
the trend line. The slope measures the rate of decline or growth over the 
two periods of time. 

4. The analysis covers all regions and total U.S. but concentrates more on 
Region 1 because of its volume contribution to the business and because 
nearly 68% of marketing funds were invested there. 
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REGION SEVEN 






BUSINESS ANALYSIS 


Findings 

1. Nationally, Parliament’s rate of share decline has been dramatically 
reduced, and for all practical purposes share has stabilized. 

2- In Region 1, Parliament’s share of market over the last 13 periods is 

trending upwards. In fact, the upward trend began with the reintroduction 
of support. And further, this share growth is coming from a declining 
market. 

3. In Region 3, which comprises 7,3% of Parliament volume, the Brand has also 
exhibited growth, but at a slower rate than that of Region 1. Region 3 is 

led by Miami and the state of Florida which represent 26% and 60% 
respectively of Parliament volume in the Region. 

4. Remaining Regions 2,4, 5, 6, and 7 have, to varying degrees, reduced the 
rate of share decline. These Regions have had maintenance levels of support 
so these results are encouraging. 
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BUSINESS ANALYSIS 


Conclusions 


1. Parliament share responds to marketing support. 

2. The Brand has demonstrated its sales vitality in a short 13 month period. 

3. The Brand has established the growth-oriented momentum required to carry it 
into the next few years of marketing programs, regional expansion 
opportunities, and even new products. 

4. This momentum will not continue without ongoing support. Cut off the 
support and the Brand can plan on share declines in 1987. In regions 
outside of Region 1, we expect to see share declines match or exceed the 
rate of decline prior to the reintroduction of support. 
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BUSINESS ANALYSIS 


Financial Implications 


1. In the year prior to the reintroduction of support, Parliament’s Nielsen 

share declined by .1%. Assuming that the decline would have been the same 
in 1986, the Brand would have lost $9.3MM in gross margin over the year. 

2. In 1987, a .1% share of market for Parliament grows to $10.3MM in marginal 
contribution. 

3. The difference between holding share and losing .1% share in 1987 is $10.3MM 
in gross margin. 

4. The difference between losing .1% share and growing .1% share is $20.6MM in 
gross margin. 

5. If Parliament spent $20.6MM and grew share by .1%, it would pay back the 
marketing investment. The Brand would be in the same financial position as 
if it had lost .1% share, but it would be a bigger, healthier brand. 
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STRATEGIC CONSIDERATIONS FOR SUPPORT LEVELS 


1. In this industry today we don’t believe that short term (yearly) payout 
should be the primary criteria for support. The long term brand share 
position should take priority since the industry is faced with a movement to 
restrict advertising in the next few years. We believe that some investment 
is required now. 

2. In terms of total marketing, Parliament has $33MM invested in the 12 months 
since the reintroduction of support. We don’t believe that the 1987 budget 
of $10.5MM can sustain the momentum established by the $33M invested to 
date. 

3. We don’t believe that the 1987 budget of $10.5MM can generate an additional 
.1% share of market. 

4. On the other hand, we don’t know what level of support will generate an 
additional .1% share of market. 
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5. If media spending is allowed to drop to $6.4MM in 1987, and promotional 
spending is limited to 2 markets in Region 1, there won’t be momentum 
remaining to grow the brand in 1988. And it may require an additional $33MM 
(plus inflation) to establish that momentum all over again. 

6. The Brand will only have enough information in hand by September of 1987 to 
write 1988 marketing plans that do little more than allow for expanded 
promotion support in all of Region 1. 
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RECOMMENDATION 


1. The Agency recommends that the Parliament media budget be raised by $10.7MM 
to $17,1 MM. This will give the Brand a full year of advertising support 

( + $4„2MM) and, will provide funding for a maintenance level of support 
outside of Region 1. ( + $6.5MM) 

2. The Agency recommends that the Brand’s promotion budget be increased to 
allow expansion of test programs to the remainder of Region 1 markets. 

Based on what was planned to be an aggressive Region 1 promotion plan in 
1986, costs are expected to be between $3.0 and $3.5MM. 

3. We believe that testing the PPP currently scheduled in Rochester, Hartford/ 

New Haven should be continued, and that some aspect of it be expanded to all 
Region 1. 

4. We recommend that a budget be established to test the sales vitality of a 
major market or markets outside of Region 1, in preparation for the 
development of 1988 marketing plans. Based on the sales response in Region 
3, our initial feeling would be to test there, but it requires more 

discussion and further analysis. 
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DISCUSSION/RATIONALE 


1. We don’t know that there will be restrictions on advertising and promotion 
in the future. If there are restrictions, then the brands that have the 
strongest franchises will have the greatest chance of survival. The 
profitability of brands will be increased dramatically, and at this time the 
real payback of previous marketing investments will be realized. 

2. No major brand in the cigarette industry has been able to successfully 
reverse a declining trend. Newport, at one time a minor brand, has 
exhibited growth over the last 20 years. The fact that Parliament has been 
able to reverse the trend even on a regional basis says that there is 
potential for more growth. 

3. It is imperative that we, both Brand and Agency, test the limits of that 
potential, capitalizing on the momentum we have already created, and the 
investment we have made. 
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DISCUSSION/RATIONALE 


4. Building a 1 % share brand in the declining cigarette industry today is not 
only a formidable task, but almost an impossible one. No new brand has 
achieved a 1% share since Meritwas introduced in 1975. Building a 1% share 
is difficult for two reasons. First, there are few new brands with a 
significant point of difference that consumers view as a benefit. Second, 

the cost of entry is staggering, with a minimum of $100MM required. 

5. The cost of Brand maintenance is certainly a welcome alternative to a major 
new brand introduction: 

- The out of pocket financial commitment is lower. 

- There is an ongoing business from which to fund it. 

* Support can be given on a pay as you go basis. 

- It would require less sales force time to implement. 


9 3g060ZV03 


Source: https://www.industrydocuments.ucsf.edu/docs/xqvn0004 



DISCUSSION/RATIONALE 


6. We view the recommendation as actually the second year of a 5 year plan. 

Year I - Reintroduce Brand with new advertising and maintenance level 
promotion. Completed. 

Year II - Continue support nationally and in Region 1. Test heavy up 
plans within Region 1 and outside. Look at new products. 

Year III - Expand market by market activity. Roll new products into 
regional tests. 

Year IV - Expand market by market activity. Roll new products to selected 
markets. 

Year V - Expand market by market activity to those areas comprising a 
full 20% of Parliament volume, outside of Region 1, This would 
give Parliament support in markets comprising 70% of volume. 
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DISCUSSION/RATIONALE 


7. 
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A return to national advertising will offer the Brand the following 
advantages: 

- It allows the Brand impactful support in key metro markets outside of 
Region 1 that account for 20% of Parliament volume. 

- It allows for a base of impactful media support in those Regions or 
markets where further vitality testing can be undertaken. 

- And finally it can be viewed as a low cost means of holding distribution 
while the potential markets are being explored and then expanded. 
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SUMMARY 


o The Brand set realistic marketing objectives: slow the decline, stop the 
decline, grow share. 

o After only 13 months in market, Brand’s Nielsen SOM has stabilized nationally, 
is growing in Region 1 and Region 3, and is declining more slowly in remaining 
Regions. Sales vitality has been proven. 

o The Agency is recommending that marketing support levels in 1987 be comparable 
to the levels in 1986. 

- allows the Brand to continue and expand the momentum already established. 

- allows continued and expanded vitality testing. 

- allows for promotional support throughout Region 1. 

o Small share growth allows the Brand to pay back the marketing investment 
required to continue programs. 
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NEXT STEPS 


1. Present this recommendation to Senior Management. 


2. Request funding to proceed. 
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PARLIAMENT LIGHTS 


SLOPE COMPARISONS BY REGION AND TOTAL U.S. 



PRE-ADVERTISING 

POST-ADVERTISING 

Total U.S. 

-.000791 

-.00044 

Region 1 

-.00643 

.00577 

Region 2 

-,01044 

-.00357 

Region 3 

-.00516 

.00459 

Region 4 

-.00978 

-.005 

Region 5 

-.00544 

-.00181 

Region 6 

-.00495 

-.00357 

Region 7 

-.00758 

-.0022 


Appendix 1 
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REGRESSION ANALYSIS/DEFINITION 


For this presentation we performed a regression analysis on Nielsen share of 
market data. On a monthly basis, Parliament’s share of market data fluctucated 
up and down. Therefore, in order to describe the overall direction (increase or 
decrease) of Parliament’s share trend, we developed a "least squares" line. 
This line can tell us if, over time, share increased or decreased as well as the 
rate of at which the change occurred. 


The "least squares" line can be graphed as a line through individual monthly 
share observations as in the following figure. This line is calculated so that 
each point is at a minimum distance from the line. 


SOM 



Month 

The slant (or slope) of this line tells us if the share is increasing or 
decreasing. Specifically, it provides the average rate of change in share over 
time. 


Appendix 2 
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PARLIAMENT LIGHTS 


FLORIDA MARKETS IMPORTANCE TO REGION 3 


1986 

Region 3 YTD Volume* 


(Through September) 282,701 

Miami 73,656 

Orlando-Daytona 50,165 

Tampa-St. Pete 37,458 

Jacksonville 7,914 

Total Florida 169,193 

% of Region 3 59.8 


% OF 
REGION 


1985 

% CHG. 

TOTAL 

312,555 

-9.6 

100.0 

81,359 

-9.5 

26.0 

53,292 

-5.9 

17.7 

37,199 

.7 

13.3 

8,196 

-3.4 

2.8 

180,046 

-6.0 

59.8 

57.6 




* Shipments 
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PARLIAMENT LIGHTS 


NIELSEN MONTHLY SHARES 


TOTAL 

UNITED 



STATES 

REGION 1 

REGION 2 

REGION 3 

REGION 4 

REGION 5 

REGION 6 

REGION 7 

Aug.1984 

0.95 

2.80 

0.83 

0.50 

0.76 

0.49 

0.69 

1.07 

Sep. 1984 

0.96 

2.81 

0.87 

0.48 

0.74 

0.51 

0.73 

1.04 

Oct. 1984 

0.95 

2.84 

0.86 

0.52 

0.73 

0.55 

0.65 

0.99 

Nov. 1984 

0.94 

2.74 

0.84 

0.53 

0.73 

0.53 

0.67 

1.06 

Dec. 1984 

0.94 

2.74 

0.88 

0.50 

0.74 

0.50 

0.68 

1.03 

Jan. 1985 

0.91 

2.74 

0.82 

0.48 

0.73 

0.50 

0.62 

0.97 

Feb. 1985 

0.94 

2.86 

0.83 

0.51 

0.73 

0.48 

0.62 

1.09 

Mar. 1985 

0.90 

2.72 

0,81 

0.49 

0.62 

0.49 

0.68 

1.04 

Apr. 1985 

0.88 

2.73 

0.79 

0.48 

0.66 

0.45 

0.62 

1.00 

May 1985 

0.89 

2.82 

0.76 

0.50 

0.66 

0.45 

0.65 

1.03 

Jun. 1985 

0.88 

2.80 

0.74 

0.46 

0.67 

0.47 

0.66 

0.93 

Jul. 1985 

0.88 

2.70 

0.78 

0.46 

0.66 

0.47 

0.65 

0.96 

Aug.1985 

0.87 

2.69 

0.74 

0.42 

0.65 

0.47 

0.62 

0.96 

Sep. 1985 

0.90 

2.76 

0.78 

0.46 

0.66 

0.46 

0.66 

1.03 

Oct. 1985 

0.90 

2.82 

0.75 

0.45 

0.65 

0.47 

0.67 

0.99 

Nov. 1985 

0.92 

2.82 

0.83 

0.48 

0.65 

0.52 

0.61 

0.99 

Dec. 1985 

0.91 

2.87 

0.77 

0.48 

0.62 

0.49 

0.62 

0.97 

Jan. 1986 

0.88 

2.79 

0.75 

0.46 

0.61 

0.47 

0.60 

1.01 

Feb. 1986 

0.87 

2.88 

0.73 

0.52 

0.62 

0.44 

0.61 

0.91 

Mar. 1986 

0.89 

2.75 

0.75 

0.53 

0.57 

0.51 

0.57 

1.06 

Apr. 1986 

0.87 

2.72 

0.69 

0.54 

0.61 

0.49 

0.58 

0.93 

May 1986 

0.90 

2.89 

0.73 

0.52 

0.60 

0.47 

0.60 

1.01 

Jun. 1986 

0.89 

2.85 

0.77 

0.53 

0.58 

0.46 

0.62 

0.97 

Jul. 1986 

0.91 

2.89 

0.74 

0.49 

0.61 

0.46 

0.64 

1.00 

Aug. 1986 

0.92 

2.93 

0.78 

0.54 

0.59 

0.52 

0.63 

0.91 

Sep. 1986 

0.88 

2.80 

0.72 

0.48 

0.61 

0.41 

0.57 

1.02 
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